March 11, 2010

TO: File

THRU: Wayne Western, Reclamation Engineer
THRU: Tom Munson, Reclamation Hydrologist
FROM: Paul Baker, Minerals Program Manager

SUBJECT: Surety Escalation for Lisbon Valley Mine, Lisbon Valley Copper Mining, Lisbon
Valley Copper Mine, M/037/0088. San Juan County, Utah

The surety for the Lisbon Valley copper mine was due to be escalated in August 2009. The
most recent calculation of the surety was in 2007, and the base amount was $5,705,869.00 in 2007
dollars. This figure was escalated forward to 2009 at the rate of 3.2 percent per year giving a total of
$6,076,887.43. The Division currently holds a corporate surety in the amount of $6,076,888.00.

The figure that was used to escalate the surety forward, 3.2 percent, was based on an average
for the previous three years. The actual figures for 2007, 2008, and 2009 are 2.1 percent, -3.4
percent, and 2.9 percent, respectively. The three-year average value to be used for projecting the
costs into the future is 0.5 percent. Thus, the five-year escalation can be calculated as follows:

$5,705,869.00 * 1.021 * 0.966 * 1.029 = $5,790,819.66 (2010 dollars)

Projecting this forward for five years:

$5,790,819.66 * 1.005° = $5,937,045.11 (2015 dollars)

At these rates, the current bond should be adequate for the next five years. However,
because of recent fluctuations in the economy, including the decline in prices in 2008, the three-year

average escalation figure of 0.5 percent may be too low. I suggest that the bond amount be re-
examined in about 2012.
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LISBON VALLEY MINING CO

Bond Worksheet
Lisbon Valley Mining Co
La Sal, Utah
Summe USA C Lisbon Valley Copper Project. Updated fo reflect 06 and 07 % Complete in 07 07 Bond Requirement
Based on Details of Final ion - original by The Winters Group 1997
ACTIVITY AREA QUANTITY UNITS $/Unit 1997 § Cost 2004 § Cost 2006 § Cost 2007 § Cost
Waste Dump A- 190 acres
area of top 456 444 sY
area of slope 462 680 sY
scarify top (flat) area 456 444 8Y 020 § 91,289 § 109,108 § 113110 $ 114308
12 inches sail on top of dump 152,148 CY 125 § 190185 % 227,308 $ 235644 § 238142
12 inches soil on slope 154227 cY 125 § 192784 § 230415 § 238865 § 241397
seed entire surface 190 acre 174§ 33060 § 39513 § 40962 S 41396
Total-waste dump "A" reclamation $§ 507318 § 606,344 § 628581 § 635244 0% 0
Waste Dump B- 94 acres
area of the top 197 222 sY
area of the slope 258,240 8Y
scarify top (flat) area sy 020 § 39444 S 47143 § 48872 § 49,390
12 inches soil on top of dump cy 126 & 82176 S 98,216 S 101818 § 102898
12 inches soil on slope Cy 125 § 107800 S 128603 § 133319 § 134733
seed entire surface acre 174 § 1635 § 19,549 § 20266 $ 20,480
Total-waste dump "B" reclamation $ 245576 § 293511 § 304275 §$ 307501 100% 307.501
Waste Dump C- 120 acres
area of the top 344,222 sy
area of the siope 238,633 sy
scarify top (flat) area 344 222 sy 020 § 68844 § 82282 § 85300 $ 86,204
12 inches soil on top of dump 114,741 cy 125 § 143426 § 171,422 § 177,709 § 179,592
12 inches soil on slope 79,544 cy 125 § 99430 $ 118,838 $ 123196 § 124,502
seed entire surface 120 acre 174§ 20,880 % 24956 § 25871 § 26,145
Total-waste dump "C" reclamation § 332580 § 397498 $ 412,076 § 416444 100% 416,444
Rinse Heap- 12%of total ore neutralized; rinsing & evaporation for 18 months
ime (2.5 Ibston)x($0. 025/1b)x(5.SM ton) . 5900000  ton coss EHIEEESER ¢ 23817 § 304593 § 307,821
|abor, power & pump for draindown & S ‘mulh'pfy 0.67
evaporation for 18 months 1 ot 446,640 IEHINESTTOON S 368933 § 372,843
Subtotal for heap rinse & evaporation $ 543592 § 649698 § 673525 § 680,665 70% 476,465
multiply 0.67
area of the top 788,556 8sY
area of the slope 441,653 SY i
12 inches clay cap on toj 12 262,852 cyY 250 $ 657,130 /% 785399 $ 814202 § 822833
12 147,218 cY 250 ¥ 219,942 § 228008 § 230,425
24 inch crushed rock on to 24 525704 cy 250 $ 1314260 /3 A mutiply 11,628,404 § 1,645,665
24 294435 cY 250 s -~ e 607215 § 613652
12 inches soil on tof 12 262,852 cY 125 _§ 328565 ¢ 92599 407101 & 411416
R SR TITC F SE GRS R WISETY 17 dwze Oy 125 [ESEZze00 3 146627 § 152004 § 153615
seed entire surface 254 acre 174 % 44196 § 52823 § 54760 S 55,341
Subtotal- clay, crushed rock, soil & seeding for leach pad $ 3140927 § 3,754,021 § 3891694 § 39320946 70% 2.753.062
Reclamation of Miscellaneous Areas
Pond Area- 11 Acres
raffinate pond- 12 inches soil 4,853 cY 126 § 6065 § 7249 § 7515 S 7.584
PLS pond- 12 inches soil 4,852 CY 125 § 6065 § 7249 § 7515 § 7,594
ILS pond- 12 inches soil 4,852 cY 125 § 6065 § 7436 5 T s 7.837
water runoff pond- 12 inches soil 8,229 cY 125 § 10286 §$ 12,294 $§ 12745 § 12880
seed 4 pond areas 14 acre 174 § 2436 § 2811 § 3018 § 3,050
Total-Pond Area reclamation $ 30917 $ 37139 § 38387 § 380956 100% 38.856
Plant & Crusher Area- 25.5 Acres
apply 12 inches soil 41,080 cYy 125 § §1350 § 61373 § 63624 § 64,298
seed entire plant area 26 acre 174 $ 4437 § 5303 § 5498 § 5,556
Total- Plant Area Reclamation S 55787 § 66676 § 69122 § 69,854 100% 69,854
Haul Roads- 40 Acres
scarify 192,888 8y 020 § 38578 § 46,108 § 47,799 $ 48,308
contour 64,296 cy 125§ 80,370 S 96,058 § 99,581 $ 100,636
apply 12 inches sail 67,511 cy 125 § 84389 § 100,861 § 104,560 $ 105,669
seed entire area 40 acre 174 S 6,960 $ 8319 $ 8624 $ 8,715
Total- Plant Reclamation Area $ 210297 § 251,346 § 260564 § 263326 68% 179.061
Power Line Corridor- 64 Acres
*note the power company has requested the line remain 64 acre n/c $ -
open
Reseed Soil Stockpile Areas- 40 Acres
reseed 40 acres 40 acre 174 8§ 5860 $ 8319 % 8624 § B715
Total- Reseed Sail Stock Pile Areas ] 6860 § 8319 § 8624 S 8,715 33% 2,876
Fences & Berms Around Open Pits
fence arcund Sentinel Pit 1 5,620 LF 302 § 16,972 § 20285 $ 21029 § 21,252
fence around Sentinel Pit 2 2,140 LF 302 s 6463 $ 7725 § 8008 § 8,093
fence around Centennial Pit B,980 LF 302 S$ 27120 $ 32414 % 33602 § 33,959
fence arcund GTQC Pit 7,410 LF 302 $ 22,378 § 26746 § 27727 § 28,021
Total - Pit Fences $§ 72933 § 87169 § 90366 § 91,324 100% 91324
Surface Drainage Diversion Ditches
leach pad area 7473 cY 125 § 9341 § 11,164 § 11574 § 11,696
plant area 1,595 cY 125 8§ 199 $ 2383 § 2471 § 2,497
crusher area 1,810 cY 125 § 2263 § 2705 § 2804 § 2,834
dump areas 13,668 cY 125 § 17,085 $ 20420 § 21,168 § 21,393
Total-Drainage Diversion Ditches $ 30683 § 36672 § 38017 $ 38420 5% 28,815
Water Line
12 inches soil on top 7.582 cY 125 8 9,478 § 11328 § 11744 § 11,868
seed entire surface 47 acre 174 $ 818 § 978 § 1014 § 1,024
Total-Drainage Diversion Ditches $ 10,296 S 12306 § 12757 $ 12,892 100% 12,862
Drill Pads and Boreholes
Centennial Recess Drilling 23 pads 350 8,050 100% 8,050
Other Miscellaneous Areas 50,000
Direct Costs
Mobilization and Demobilization 4 lot 35000 § 35000 § 41832 § 43366 S 43 826 43,826
combined
total of
previous
Leach Pad & Waste Dumps items $ 5533170 § 6613219 § 6855748 § 6,928,419 3,853,472
combined
total of
previous
Misc. Surface Areas items $ 400990 § 479261 $ 496838 § 502104 481,829
Total Direct Costs $ 5969160 § 7134312 § 7395952 § 7,474,348 4,479,126
Indirect Costs
Plant Dismantling 1 lot 450,000 & 450000 S 537,838 § 557562 § 563472
assumes no salvage value
Plugging monitoring wells
S-wells, 500t 2500 I 220 § 5500 $ 6574 § 6815 § 6,887
6-wells 1,200ft 7200 I 330 § 23,760 S 28398 § 29439 § 29,751
Engineering- 5% of total direct costs 1 lot 208,458 § 298458 S 356,716 § 369,798 § 373717
Owners Cost- OMITTED
Water Quality Monitoring for 11 wells 110 sample 500 s 55000 $ 65736 § 68146 $ 68,869
Revegetation monitoring for 5§ years 5 year 5000 §$ 25000 $ 29880 $ 30876 $ 31,304
Construction management 1 lot 180,199 $ 180,199 § 216373 § 223271 § 2256238
Contingency (10% of Total Direct Costs) 1 lot 596916 § 595916 § 713431 § 739595 § 747435
A ] g #
Total Indirect Costs S 1634833 § 1953945 §$ 2025603 $ 2,047,074 1,226,743
o [Acjusted ot cost
Adjusted Total Costs 2.58%/yr S 7603993 § 9,088256 $ 9.421,554 $ 9,521,423 £,705,869 6,076,888 el 23 b S
Existing Bond 3,437,200 3.437.200
:alation Schedule (2.58% 07 Bond Requirement 2,268,669 2,630,688 T
[¢] $1.0000
1988 $1.02580
1988 $1.05227 " escalated to 08% 2,327,201
2000 $1.07941 " escalated to 09% 2,387,241
2001 $1.10726 " escalated to 10§ 2,448 824

2002 $1.13583
2003 $1.16513
2004 $1.19520
2005  $1.22603
2006  $1.23903  (16% escalation)
2007 $1.25216  (1.6% escalation)
2008 $1.20223
2000  $1.33358
2010 $1.37626
2011 $1.42030

1.065024




